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Independent Auditor’s Report |

Board of Directors
Meals on Wheels West
Santa Monica, California

We have audited the accompanying financial statements of Meals On Wheels West, a California not-for-
profit corporation (the “Organization”), which comprise the statements of financial position as of June
30, 2017 and 2016, and the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud or

error.
Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Organization’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Organization’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of June 30, 2017, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United

States of America.

Report on Summarized Comparative Information

We have previously audited the Organization’s 2016 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated October 3, 2016. In
our opinion, the summarized comparative information presented herein as of and for the year ended
June 30, 2016, is consistent, in all material respects, with the audited financial statements from which it

has been derived.

/&W/LW Savett T ne.

January 23, 2018
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STATEMENTS OF FINANCIAL POSITION
June 30, 2017 and 2016

ASSETS
. 2017 2016
ASSETS
Cash and cash equivalents $ 508,203 $ 219,219
Investments at fair value 206,269 195,037
Grants receivable 35,046 56,170
Prepaid expenses 12,814 8,149
Security deposit 2,500 2,500
Property and equipment, net of accumulated depreciation 11,082 10,167
TOTAL ASSETS $ 775,914 $ 491,242
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable and accrued expenses $ 59,549 $ 19,684
COMMITMENTS AND CONTINGENCIES
NET ASSETS
Unrestricted 553,840 458,376
Temporarily restricted 162,525 13,182
TOTAL NET ASSETS 716,365 471,558
TOTAL LIABILITIES AND NET ASSETS $ 775,914 $ 491,242

See accompanying independent auditor's report and notes to these financial statements.
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MEALS ON WHEELS WEST
STATEMENTS OF ACTIVITIES
For the year ended June 30, 2017 with comparative
totals for the year ended June 30, 2016

Temporarily
SUPPORT AND REVENUE Unrestricted Restricted 2017 Total 2016 Total
Contributions $ 626,987 $ 186,400 $ 813,387 $ 489,281
Government grants 136,127 33,366 169,493 131,416
Meal fees 76,164 - 76,164 88,412
In-kind contributed meals 34,554 - 34,554 34,554
Fundraising events 37,457 - 37,457 47,311
Net realized and unrealized gains on investments 17,442 17,442 4,132
Interest and dividends 1,502 - 1,502 1,265
Net assets released from program restrictions 70,423 (70,423) - -
TOTAL SUPPORT AND REVENUE 1,000,656 149,343 1,149,999 796,371
OPERATING EXPENSES
Program services 677,541 - 677,541 681,574
Management and general 75,849 - 75,849 70,600
Fund development 151,802 - 151,802 167,048
TOTAL OPERATING EXPENSES 905,192 - 905,192 919,222
CHANGES IN NET ASSETS 95,464 149,343 244 807 (122,851)
NET ASSETS - BEGINNING OF YEAR 458,376 13,182 471,558 594,409
NET ASSETS - END OF YEAR $ 553,840 $ 162,525 $ 716,365 $ 471,558

See accompanying independent auditor's report and notes to these financial statements.
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MEALS ON WHEELS WEST
STATEMENTS OF FUNCTIONAL EXPENSES
For the year ended June 30, 2017 with comparative
totals for the year ended June 30, 2016

For the year ended June 30, 2017 2016
Program Management Fund
Services and General Development Totals Totals
Personnel expenses:

Salaries $ 206,620 $ 27,334 $ 42,703 $ 276,657 $ 346,861
Payroll taxes 17,372 2,298 3,591 23,261 28,502
Employee benefits 7,810 1,033 1,614 10,457 16,086

Total personnel expenses 231,802 30,665 47,908 310,375 391,449

Non-personnel expenses:

Meal costs 359,004 - - 359,004 302,941
Depreciation and amortization 3,671 486 759 4916 3,874
Insurance 8,681 3,678 - 12,259 15,714
Telephone 3,531 441 442 4,414 4,501
Occupancy 19,304 19,304 - 38,608 24,761
Professional fees - 18,200 - 18,200 17,141
Consulting fees - - 37,200 37,200 36,000
Travel 1,823 241 377 2,441 3,688
Direct mail - - 49,917 49,917 47,091
Office expense 21,418 2,834 4,424 28,676 28,383
Advertising and promotion 28,407 - - 28,407 33,743
Fundraising expense - - 10,775 10,775 9,936

Total non-personnel expenses 445,739 45,184 103,894 594 817 527,773

Total expenses $ 677,541 $ 75,849 $ 151,802 $ 905,192 $§ 919,222

See accompanying independent auditor's report and notes to these financial statements.
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MEALS ON WHEELS WEST
STATEMENTS OF CASH FLOWS
For the years ended June 30, 2017 and 2016

2017 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 244 807 $ (122,851)
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:

Depreciation and amortization 4,916 3,874
Donated securities (73,104) -
Realized and unrealized gains in fair value of investments (17,442) (4,132)
Changes in assets and liabilities:
Grants receivable 21,124 (19,383)
Prepaid expenses (4,665) 768
Accounts payable and accrued expenses 39,865 (33,694)
Net cash provided by (used in) operating activities 215,501 (175,418)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment (5,831) (5,267)

Purchases of investments (1,502) (190,905)
Proceeds from sale of investments 80,816 -

Net cash provided by (used in) investing activities 73,483 (196,172)

NET CHANGE IN CASH AND CASH EQUIVALENTS 288,984 (371,590)

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 219,219 590,809

CASH AND CASH EQUIVALENTS - END OF YEAR $ 508,203 $ 219,219

See accompanying independent auditor's report and notes to these financial statements.



Page 7
MEALS ON WHEELS WEST
NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

Meals on Wheels West (the "Organization") is a California not-for-profit corporation formed in April
1974. The Organization’s purpose is to nourish and enrich the lives of the home-bound by delivering
healthy meals and services in the Santa Monica, Venice, Malibu, Pacific Palisades, and Topanga areas of
Southern California.

NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting:

The financial statements of the Organization have been prepared on the accrual basis,
which recognizes income when earned, and expenses when incurred, in accordance with
accounting principles generally accepted in the United States of America.

Basis of presentation:

The Organization reports information regarding its financial position and activities
according to three classes of net assets: unrestricted, temporarily restricted or
permanently restricted support depending on the existence and/or nature of any donor
restrictions. Non-reciprocal contributions received are recorded as unrestricted,
temporarily restricted or permanently restricted support depending on the existence
and/or nature of any donor restrictions. It is the policy of the Organization to record
restricted support as unrestricted support when the donor-restrictions have been satisfied
within the reporting period. Temporarily restricted net assets consist of contributions
received from donors that are subject to restrictions either for a specific purpose or subject
to the passage of time. The Organization had no permanently restricted net assets as of
June 30, 2017 and 2016.

Use of estimates:
The financial statements include estimates and assumptions made by management that

affect the carrying amounts of assets and liabilities and the reported amounts of revenues
and expenses. Actual results could differ from those estimates.

Cash and cash equivalents:
Except those amounts designated and classified as investments, cash and cash equivalents

presented in the statement of cash flows represent cash on hand and other high liquidity
assets at financial institutions with a maturity of three months or less when purchased.

Grant receivables:
Grant receivables are stated at net realizable value. Management believes that all

outstanding grants and contributions and other receivables are fully collectible and due
within one year. Accordingly, an allowance for doubtful accounts has not been recognized.

(Continued)
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MEALS ON WHEELS WEST
NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments:

The Organization has an undivided interest in a pool of marketable debt and equity
securities that is managed by an outside custodian. This pool of marketable debt and
equity securities are stated at fair value based on quoted market prices within active
markets.

Purchases and sales of investments are recorded on a trade-date basis. Interest and
dividend income are recorded when earned. Realized gains and losses are recorded as the
difference between historical cost and fair value when an investment is sold. Unrealized
gains and losses are recorded for the change in the fair value of investments. All gains and
investment income are unrestricted.

Donated securities:

Donated securities are recorded at their fair market value at the date of donation.

Property and equipment:

The Organization capitalizes all expenditures for property and equipment in excess of
$500. Property and equipment are stated at cost and are depreciated using the straight-
line method over the estimated useful lives of the assets, ranging from three to five years.
Leasehold improvements are amortized using the straight-line method over the shorter of
the estimated useful life of the respective asset or the life of the lease.

Donated meals and services:

The Organization records the value of donated food as support and revenue at the time of
donation. No amounts have been reflected in the financial statements for the value of
donated services as they do not meet the criteria for recognition as contributed services.
Nevertheless, a substantial number of volunteers donated significant amounts of time
performing meal deliveries for the Organization.

Functional expense allocations:
Expenses that can be identified with the program or supporting services are charged

directly to the program or supporting service. Expenses which apply to more than one
functional category have been allocated based on estimates made by management.

(Continued)
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MEALS ON WHEELS WEST
NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes:

The Organization is exempt from federal income tax under Section 501(c)(3) of the
Internal Revenue Code (Code) and Section 23701(d) of the California Revenue and
Taxation Code. Since the Organization is exempt from federal and state income tax, no
provision has been made for current or deferred income tax expense. Under Accounting
Standards Codification (ASC) 740, Income Taxes, an organization must evaluate its tax
positions and provide for a liability for any positions that would not be considered “more
likely than not” to be upheld under a tax authority examination.

Management has evaluated its tax positions, and has concluded that a provision for a tax
liability is not necessary at June 30, 2017 and 2016.

The Organization files its federal form 990 in the U.S. federal jurisdiction and the state
returns with the office of the state's attorney general for the State of California. The
Organization is generally no longer subject to examination by the Internal Revenue
Service for years before fiscal year 2013.

Comparative financial information:

The financial statements include certain prior-year summarized comparative
information in total but not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity with generally accepted
accounting principles. Accordingly, such information should be read in conjunction with
the Organization's financial statements for the year ended June 30, 2016, from which the
summarized comparative information was derived.

Recent accounting pronouncements:

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities, which changes how a not-
for-profit organization classifies its net assets, as well as the information it presents in the
financial statements and notes about liquidity, financial performance and cash flows. The
ASU requires an amended presentation and disclosures to help not-for-profit organizations
provide more relevant information and their resources and changes in those resources.

The amendments are effective for the Organization’s fiscal year ending June 30, 2019 with

early adoption permitted. This ASU will impact the presentation of the financial
statements and related disclosures when it is adopted.

(Continued)
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MEALS ON WHEELS WEST
NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

NOTE 1:

NOTE 2:

NOTE 3:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Reclassifications:

Certain amounts in 2016 have been reclassified to conform to the 2017 financial
statement presentation.

CONCENTRATIONS

Cash:
The Organization maintains cash balances at a bank where amounts on deposit may
exceed $250,000 throughout the year. Accounts at the institution are insured by the
Federal Deposit Insurance Corporation up to $250,000. The Organization has not
experienced losses in such accounts and believes it is not exposed to any significant credit
risk on cash.

Grants receivable:

The Organization was owed grant funds from two and three unrelated organizations as of
June 30, 2017 and 2016, respectively.

Contributions:
During the year ended June 30, 2017, the Organization received a contribution of $160,000
from a foundation. There were no concentrations of contributions during the year ended
June 30, 2016.

INVESTMENTS

Investments in an undivided pool of marketable debt and equity securities at fair value
consisted of the following at June 30, 2017 and 2016:

June 30, 2017 June 30, 2016
Debt securities:
U.S. intermediate fixed income  $ 30,173 3 29,175
U.S. short-term fixed income 45,329 43,282
Equity securities:
U.S. equities 130,767 122,580
Total investments, at fair value $ 206,269 $ 195,037

(Continued)
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MEALS ON WHEELS WEST
NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

NOTE 3: INVESTMENTS (Continued)

Investment income consisted of the following at June 30, 2017 and 2016:

June 30, 2017 June 30, 2016
Unrealized gain, net $ 15,485 $ 4,132
Interest and dividends 1,502 1,265
Realized gain 1,957 -
Total investment income $ 18,944 $ 5,397

Investment fees totaled $2,467 and $692 for the years ended June 30, 2017 and 2016, and
are netted against interest and other income in the accompanying statement of activities.

Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(“ASC”) 820, Fair Value Measurements provides the framework for measuring fair value.
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (level 1 measurement) and the lowest priority to unobservable
inputs (level 3 measurements). All of the Organization’s investments were in level one as of
June 30, 2017 and 2016. Under level one, inputs to the valuation methodology are
unadjusted quoted prices for identical assets or liabilities in active markets that the
Organization has the ability to access. Investments in cash equivalents include money-
market securities that are valued at closing net asset value.

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Investments are valued at the daily closing prices in exchanges in active marketplaces.
There have been no changes in the methodologies used during the years ending June 30,
2017 and 2016.

The preceding described methods may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although
the Organization believes its valuation methods are appropriate and consistent with other
market participants, the use of different methodologies or assumptions to determine the fair
value of certain financial instruments could result in a different fair value measurement at
the reporting date.
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MEALS ON WHEELS WEST
NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

NOTE 4:

NOTE 5:

NOTE 6:

PROPERTY AND EQUIPMENT

As of June 30, 2017 and 2016, property and equipment consisted of the following:

2017 2016
Office furniture and equipment $ 28,455 $ 47,964
Leasehold improvements 3,508 29,911
31,963 77,875
Less accumulated depreciation and
amortization (20,881) (67,708)
$ 11,082 $ 10,167

Depreciation and amortization expense totaled $4,916 and $3,874 for the years ended June
30, 2017 and 2016, respectively.

TEMPORARILY RESTRICTED NET ASSETS

As of June 30, 2017 and 2016 temporarily restricted net assets consisted of meal related
grants amounting to $162,525 and $13,182, respectively.

COMMITMENTS

The Organization entered into a non-cancellable operating lease for its office space in Santa
Monica, California, expiring in October 2020. Due to the Organization receiving scheduled
rent increases, the total amount of rental payments are being charged to expense on the
straight-line method over the original lease term. The Organization has recorded a deferred
rent liability to reflect the excess of rent expense over cash payments since the inception of
the lease, which is included in accounts payable and accrued expenses on the statement of
financial position.

Future minimum lease payments at June 30, 2017 are as follows:

For the Year
Ending June 30,
2018 $ 29,000
2019 29,000
2020 30,000
2021 10,000

$ 98,000

Total rent expense for the year ended June 30, 2017 amounted to approximately $28,000.
Total rent expense for the year ended June 30, 2016, amounted to approximately $15,000,
which was net of an approximate $12,000 reversal of a deferred rent liability related to the
original lease that expired in October 2015.
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MEALS ON WHEELS WEST

NOTES TO FINANCIAL STATEMENTS
For the years ended June 30, 2017 and 2016

NOTE 7: CONTINGENCIES

Grants require the fulfillment of certain conditions as set forth in the instrument of the
grant. Failure to fulfill the conditions could result in the return of the funds to the grantors.
Although, that is a possibility, the Board of Directors (the “Board”) deems the contingency
remote, since by accepting the gifts and their terms; the Board is acknowledging the
requirements of the grantor at the time of receipt of the grant.

NOTE 8: SUBSEQUENT EVENTS

The Organization’s management has evaluated subsequent events through January 23,
2018, the date which the financial statements were available to be issued. There were no
subsequent events noted that would require adjustment to or disclosure in these financial

statements.



